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or within the possession or control of a
U.S. person, but in no case may funds
be transferred outside the United
States for this purpose;

(b) The proceeds of such investments
and reinvestments are not credited to a
blocked account or subaccount under
any name or designation that differs
from the name or designation of the
specific blocked account or subaccount
in which such funds or securities were
held; and

(¢) No immediate financial or eco-
nomic benefit accrues (e.g., through
pledging or other use) to any person
whose property is blocked pursuant to
§590.207(a).

Subpart F—Reports

§590.601 Records and reports.

For provisions relating to required
records and reports, see part 501, sub-
part C of this chapter. Recordkeeping
and reporting requirements imposed by
part 501 of this chapter with respect to
the prohibitions contained in this part
are considered requirements arising
pursuant to this part.

Subpart G—Penalties

§590.701 Penalties.

(a) Attention is directed to section
206 of the International Emergency
Economic Powers Act (the ‘““Act’) (50
U.S.C. 1705), which is applicable to vio-
lations of the provisions of any license,
ruling, regulation, order, direction, or
instruction issued by or pursuant to
the direction or authorization of the
Secretary of the Treasury pursuant to
this part or otherwise under the Act.
Section 206 of the Act, as adjusted by
the Federal Civil Penalties Inflation
Adjustment Act of 1990 (Pub. L. 101-410,
as amended, 28 U.S.C. 2461 note), pro-
vides that:

(1) A civil penalty not to exceed
$11,000 per violation may be imposed on
any person who violates or attempts to
violate any license, order, or regula-
tion issued under the Act;

(2) Whoever willfully violates or will-
fully attempts to violate any license,
order, or regulation issued under the
Act, upon conviction, shall be fined not
more than $50,000, and if a natural per-
son, may also be imprisoned for not
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more than 10 years; and any officer, di-
rector, or agent of any corporation who
knowingly participates in such viola-
tion may be punished by a like fine,
imprisonment, or both.

(b) The criminal penalties provided
in the Act are subject to increase pur-
suant to 18 U.S.C. 3571.

(c) Attention is directed to section 5
of the United Nations Participation
Act (22 U.S.C. 287c(b)), which provides
that any person who willfully violates
or evades or attempts to violate or
evade any order, rule, or regulation
issued by the President pursuant to the
authority granted in that section, upon
conviction, shall be fined not more
than $10,000, or if a natural person, may
also be imprisoned for not more than 10
years; and any officer, director, or
agent of any corporation who know-
ingly participates in such a violation
or evasion shall be punished by a simi-
lar fine, imprisonment, or both; and
any property, funds, securities, papers,
other articles or documents, vessels to-
gether with their tackle, apparel, fur-
niture, equipment, vehicle, or aircraft
concerned in such violation shall be
forfeited to the United States. The pen-
alties provided in the United Nations
Participation Act are subject to in-
crease pursuant to 18 U.S.C. 3571.

(d) Attention is also directed to 18
U.S.C. 1001, which provides that who-
ever, in any matter within the jurisdic-
tion of any department or agency of
the United States, knowingly and will-
fully falsifies, conceals, or covers up by
any trick, scheme, or device a material
fact, or makes any false, fictitious, or
fraudulent statement or representa-
tion, or makes or uses any false writ-
ing or document knowing the same to
contain any false, fictitious, or fraudu-
lent statement or entry shall be fined
under title 18, United States Code, or
imprisoned not more than five years,
or both.

(e) Violations of this part may also
be subject to relevant provisions of
other applicable laws.

§590.702 Prepenalty notice.

(a) When required. If the Director of
the Office of Foreign Assets Control
has reasonable cause to believe that
there has occurred a violation of any
provision of this part or a violation of
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the provisions of any license, ruling,
regulation, order, direction, or instruc-
tion issued by or pursuant to the direc-
tion or authorization of the Secretary
of the Treasury pursuant to this part
or otherwise under the International
Emergency Economic Powers Act, and
the Director determines that further
proceedings are warranted, the Direc-
tor shall issue to the person concerned
a notice of intent to impose a mone-
tary penalty. This prepenalty notice
shall be issued whether or not another
agency has taken any action with re-
spect to this matter.

(b) Contents—(1) Facts of violation.
The prepenalty notice shall describe
the violation, specify the laws and reg-
ulations allegedly violated, and state
the amount of the proposed monetary
penalty.

(2) Right to respond. The prepenalty
notice also shall inform the respondent
of respondent’s right to make a written
presentation within 30 days of the date
of mailing of the notice as to why a
monetary penalty should not be im-
posed or why, if imposed, the monetary
penalty should be in a lesser amount
than proposed.

§590.703 Response to prepenalty no-
tice; informal settlement.

(a) Deadline for response. The respond-
ent shall have 30 days from the date of
mailing of the prepenalty notice to
make a written response to the Direc-
tor of the Office of Foreign Assets Con-
trol.

(b) Form and contents of response. The
written response need not be in any
particular form, but must contain in-
formation sufficient to indicate that it
is in response to the prepenalty notice.
It should contain responses to the alle-
gations in the prepenalty notice and
set forth the reasons why the respond-
ent believes the penalty should not be
imposed or why, if imposed, it should
be in a lesser amount than proposed.

(c) Informal settlement. In addition or
as an alternative to a written response
to a prepenalty notice issued pursuant
to this section, the respondent or re-
spondent’s representative may contact
the Office of Foreign Assets Control as
advised in the prepenalty notice to pro-
pose the settlement of allegations con-
tained in the prepenalty notice and re-
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lated matters. In the event of settle-
ment at the prepenalty stage, the
claim proposed in the prepenalty no-
tice will be withdrawn, the respondent
will not be required to take a written
position on allegations contained in
the prepenalty notice, and the Office of
Foreign Assets Control will make no
final determination as to whether a
violation occurred. The amount accept-
ed in settlement of allegations in a
prepenalty notice may vary from the
civil penalty that might finally be im-
posed in the event of a formal deter-
mination of violation. In the event no
settlement is reached, the 30-day pe-
riod specified in paragraph (a) of this
section for written response to the
prepenalty notice remains in effect un-
less additional time is granted by the
Office of Foreign Assets Control.

§590.704 Penalty imposition or with-
drawal.

(a) No violation. If, after considering
any response to a prepenalty notice
and any relevant facts, the Director of
the Office of Foreign Assets Control de-
termines that there was no violation
by the respondent named in the
prepenalty notice, the Director
promptly shall notify the respondent in
writing of that determination and that
no monetary penalty will be imposed.

(b) Violation. If, after considering any
response to a prepenalty notice and
any relevant facts, the Director of the
Office of Foreign Assets Control deter-
mines that there was a violation by the
respondent named in the prepenalty
notice, the Director promptly shall
issue a written notice of the imposition
of the monetary penalty to the re-
spondent.

(1) The penalty notice shall inform
the respondent that payment of the as-
sessed penalty must be made within 30
days of the date of mailing of the pen-
alty notice.

(2) The penalty notice shall inform
the respondent of the requirement to
furnish the respondent’s taxpayer iden-
tification number pursuant to 31 U.S.C.
7701 and that such number will be used
for purposes of collecting and reporting
on any delinquent penalty amount.

432



